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News Release 


National Energy Board 
Ottawa, Canada, K1A OE5 


90/55 
For immediate release 
4 October 1990 


HEARING ON WESTCOAST TOLLS BEGINS 


OTTAWA - The National Energy Board will hold a hearing on an application by 
Westcoast Energy Inc. for new tolls effective 1 January 1991 for the transportation of 
natural gas. 


The hearing will begin at 8:30 a.m. on Wednesday 10 October 1990 in the 
Hastings Room of the New World Harbourside, 1133 West Hastings Street, 
Vancouver. 


The panel of the Board which will hear the application will be composed of 
William G. Stewart, as presiding member, Roland Priddle and R. Byron Horner, Q.C. 


Mr. Stewart, a Chartered Accountant, is a graduate in business administration 
from the University of Western Ontario. He was President of Union Gas Ltd. prior to 
his joining the Board in 1983. 


Mr. Priddle, the Board’s Chairman, holds a Master of Arts degree in economic 
geography from Cambridge University and a Master of Arts degree in economics from 
the University of Ottawa. Prior to joining the Board in 1986, he was the Assistant 
Deputy Minister of Petroleum at the Department of Energy, Mines and Resources. 


Mr. Horner graduated with a Bachelor of Law degree from the University of 
Saskatchewan and was appointed Queen’s Counsel in 1981. He was Chairman of the 
Saskatchewan Securities Commission prior to joining the Board in 1979. 


The Westcoast application would increase the average toll for firm 
transportation service by about five percent. The company is also applying to reduce 
the winter and summer tolls for interruptible service. 


For more information contact: (Mrs.) Ulana Perovic 
Information Services 
(613) 990-3166 
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Recital and Appearances 


IN THE MATTER OF the National Energy Board Act ("the Act”) and the regulations made 
thereunder; 


AND IN THE MATTER OF an application dated 6 June 1990 by Westcoast Energy Inc. for a 
certificate of public convenience and necessity pursuant to section 52 of the Act for an expan- 
sion of the McMahon Plant, and for an order pursuant to section 58 of the Act exempting cer- 
tain additional facilities from the provisions of paragraph 30(1)(a) and section 31 of the Act; 


AND IN THE MATTER OF National Energy Board Directions on Procedure GH-5-90, as 
amended. 


HEARD at Fort St. John, British Columbia on 20 and 21 August 1990. 


BEFORE: 
R. B. Horner, Q.C. Presiding Member 
W.G. Stewart Member 
D. B. Smith Member 
APPEARANCES: 
J. Lutes — Westcoast Energy Inc. 
R.G. Panchuk Canadian Petroleum Association 
J ne Snider Independent Petroleum Association of Canada 
W. Jobe Alberta & Southern Gas Co. Ltd. 
M.F. Shoemaker BC Gas Inc. 
F.C. Basham BP Resources Canada Limited 
J.M. Pelrine CanWest Gas Supply Inc. 
C.B. Woods Mobil Oil Canada 
G. Houston British Columbia Ministry of Energy, Mines and 


Petroleum Resources 


D. Bursey National Energy Board 


(ii) 


Table of Contents 

Recital and Appearances ............ceeeeeccecenennneeeccee ee eeeee eee eee eee eee e eee ee eee e eee e eee e ene e ERE ee eee i 
ADDrEVIALIONS «cca! foe io decac ck re seid 65 <0 Wa oe OR Satake vue NOE ca Sarat ie cee etn ge ee nee cites se eee ee iv 
1. -ThesApplicationia ia 22 -msidsar. 3 sivegessriesen adeees sc brag coe saeged optics da-ehaotars us 
LA Sequencesof Vents c.sitwsr ot tasseiiies weliies auth Bae dat morehio bh anti Sa. ae 1 
1.24Details.of Application ¢ sicsalisstieasen cg be. qezcses reneqer ants: aa cot eqebdocped Tas emeiggisbe. cee 3 

2. GasiSupplyvovishenweh Re. gaaltte-catll. Bane verge danainis WS BREEAM Rie eee 6 
DT ARESCTVES 5 Pons tas seed can ceo coin a 5 Sa Giese bore alg design ew SOE Vine oles Ge eels hed o ettaiee me denen a teils ele eae ee 6 

2.2 Productive Capacity 1.) ce osc csctees ook ace seh bac dees aot eee aaa gape teas accra eee vi 

3). REGUITEMENtS ad vice ss sees eae ee tras to ninc ncaa a os nse nate Sse daar ae eae Nea eee teehee eee 10 
Si lService Agreements a n2.cy eae seine a setae dace a che oa oe ars sce a ere eee 10 
3.2" Overall’ Market Requirements: 2: 5.0.02 ss. <see sae o nn cede os eco savaceed oncee ature nee eee eee ee 11 

4. -Facilities®.2..32.00.5.s002080«.sso tee  aee is his < nec des vndeee teks nee s SE enantio 13 
4.1: Specihicih acihities 2.7 1.s2hote io. «<5. SEO « sack wood cde eee ta ee 13 
41:1 ‘MeMahon ‘Plant Facilities: 3 aeqa 00... .ccscakedisscce,ccso0eccraes oe geen te ee 13 

4.1.2 Compressor Stations, Pipelines and Related Facilities.......................0005 15 

4/2; COSES WSUIMAQCES yy cae sie ook ce eas Os 0 a Ged ohn ene Ot Oe ne re 15 
4.3. Technical Conditions of the Section 58 Order. .............0..:<0..cas.0+.s00 ys eet ao 16 
44-Léave to Open Requirements =. 080325. ciecinc oko cet ccas sono ee ee rz 

5. tLand Use and Environmental Matters .s..9.25..1e: cco. ee 18 
Sok Land. Use geigsateneee vce at etn? reward. case s'ee.isens pene devseeone ae eee 18 
Sella eRoute/Sitemeleckions 1:22), }. .c1-e anv. fancee secs ccaneeee aoe ee eee ee 18 

5 es, CDands Requirement se? tah cate Bh o.0..cccvncsss'esapdeusecserbaccacss Sppeeatiee ee Ee 19 

D- 27 GOVETNMEN bs LaISON ar oo eee. see ies te aes els aeAls Saeed ee ee eee 19 
5.3 Exemptions from Paragraph 30(1)(a) and Section 31 of the Act .....................08- 19 

5:4" Environmental Matterser nce au, cotewaeess ok cccen coc stnwe ls ceces eee 20 
5.4.1. Environmental Assessments «23.09%. .....2...02.00...00000+-08 post emane. ok 20 

BA 2e PAI IGMISSIONS ges ct ase syae hasty os cater ena Socios ts vuseadhed eee ee 20 

5.4.3° Waste.Water Treatment wcccsc5l: FE soci. ccesoscecsscedecesstetcnsdo te Renee me ral 

5.44% seritape Resources: 25.425 thay Sa ives sad hvac as ta unaee oes nee 22 

Gr sEconomic Peasibility OL WxpansiOnyn.2..:s050/c:.2ess ek ose erase ae ee ee 23 
[ROMEPAT ETE VEVIALLOT SY Sun.Sec kas sop cah ies vais ae Rese Eee Ge a oe TE os AES ES 25 
ql aLoll’Methodology-for: Proposed Macilitiesast ...c......ic.0s0000.0.c000000000000 pemeeeeOE Ok 25 
T.2eotabilization Poll yi: onsedeuen th sured bes. bats Le est ek ee 26 
G3. Westeoasts Queuing Procedures o.,c1c.ciuscnarteccaeenste ec come eee 26 

SM DISposition Me Pee eee ne cca cece oe cot eecan alc ee ORs Ee Ie Oe es. 2¢ 


4-1 


1-1 


2-1 


(iii) 
Tables 


Description and Cost of Applied-for Facilitieés ............cscscceccsccsscceccscvctecwocecscses 


Service Agreements Underpinning the 6 June 1990 Application ...................4. 


Westcoast and NEB Estimates of Remaining Established Gas Reserves and 


Wndiscovered Potential Gass ReSservesel occ sects creates soos ee vader eters llecewss 


Location io& Applied sfor: Macilities.. cscer ines teers oe ores oven tecsyecaccososevdpadeaty ad 


Comparison of Estimates of Productive Capacity for the 


POLLO ORTISLDD eANC Rute ian et uc eM Os at Ws hoes 9 sede tina see koaeec daecs coewuetesRe 


IATNCNOEAILISE OF ISSUES her ay ec ed Oar iG oe et cn eek Bete acs 


Order XG-11-90 pan ctrrsss Sit rasitear eect recr.--oricoeesssseacnnsesvercecescecuseocnccuensecsease 


Westcoast’s Estimated Toll Impact of the McMahon Plant Expansion 


Project withtNo Cost.OVverruns sce. diss skeceSccae in cna scree Srcae cs oscaeeeseeee eee eceeeee re 


Westcoast’s Estimated Toll Impact of the McMahon Plant Expansion 


Project.with: Cost: Overruns 07-00)... salamat sec Ces nancahsacevse ones secs Sameera eke ses 


the National Energy Board Act 
Bef 

BC Gas 

the Board 

CanWest 

CPA 


EARP Order 


EMPR 


Encor 
Esso 


Expansion Shippers 


GJ 

GSC 

ha 

Home Oil 


km 


(iv) 


Abbreviations 


Act 

billion cubic feet 

BC Gas Inc. 

National Energy Board 

CanWest Gas Supply Inc. 

Canadian Petroleum Association, The 


Environmental Assessment and Review Process 
Guidelines Order 


Ministry of Energy Mines and Petroleum Resources 
of British Columbia 


Encor Energy Corporation Inc. 
Esso Resources Canada Ltd. 


Shippers who have signed the Service Agreements 
underpinning this application 


gigajoule 

Geological Survey of Canada 
hectare 

Home Oil Company Limited 
kilometre 

kilowatt 

Local Distribution Companies 
metre 

cubic metres 

millimetre 

cubic metres per day 

million cubic feet per day 


National Energy Board 


NGL 

Norcen 
Northwest 
Ocelot Chemicals 
O.D. 
Petro-Canada 
PPBRs 

Pursuit Resources 
Rules 

t/d 

Pet 

Us: 

Wainoco 


Westcoast 


(v) 
natural gas liquids 
Norcen Energy Resources Ltd. 
Northwest Pipeline Corporation 
Ocelot chemenla Inc. 
outside diameter 
Petro-Canada Inc. 
Plans, Profiles and Books of Reference 
Pursuit Resources Inc. 
The draft NEB Rules of Practice and Procedure 
metric tons per day 
trillion cubic feet 
United States of America 
Wainoco Oil Corporation 


Westcoast Energy Inc. 


E (4 7 Srya’ 2 
ovilinndstt nin saiabkiad seliahees aa ye or 


a oot “uaad jaa 


ab 108 v0 aRlOeh, nce «ioe Minh 


f er V6 
iad oidksy od Hay + Ce parntion Bear, 


Kaien. Yo ROLE LOI AT, o roe Canad bade 
Stem, OF SS wore 

aa vorpre ” a dalle ote, Lave signed the Bervine’ PRAT ; 
ae this Basal ; ae ee : 


“ih Sa : oy ae or 
"5 . 
ea: ‘owe vate of Canta 
’ he = Oh 
< , 
eo 
inane > Comreey ° jenfted 7 
a ‘ay 
hed _ _ 
\eemgise ie Pe. oar 
| } . . ott ese Pap 
i eet u : By 
. y ; ae 
Local Mhetribeiion Compete: - 
4 
vA 
.( 


panier meire? 

Vite, 1 

ur Petras wer aay 
in i2outh ihe dials oar de 


VeOew Suan Veord 


Chapter 1 


1.1 Sequence of Events 


On 6 June 1990, Westcoast Energy Inc. 
(“Westcoast”) applied to the National Energy Board 
(“the Board”) pursuant to section 52 of the Act, fora 
certificate to construct additional gas processing 
and, sulphur recovery facilities at the existing 
McMahon Plant. In conjunction with that request, 
Westcoast applied to the Board for an order, 
pursuant to section 58 of the Act for exemption from 
paragraph 30(1)(a) and section 31 of the Act for 


The Application 


certain associated facilities. These facilities 
consisted of additional compressor facilities, pipe- 
lines and related facilities to be located on the Fort 
St. John raw gas transmission system. The two sets 
of facilities were proposed to expand the capacity of 
the McMahon Plant and the Fort St. John raw gas 
transmission system both forming part of the 
Westcoast system. The description and cost of the 
applied-for facilities are shown on Table 1-1. Their 
location is shown on Figure 1-1. 


Tablel-1 


Description and Cost of Applied-For Facilities 


Project Summary Westcoast’s Estimated 
Capital Cost (1990 base) 
($000) 
McMahon Plant Expansion Facilities: 85,900 
Modification to operating configuration of existing inlet separators; N/A! 
New amine train including a new amine contactor and amine still 
with associated heat exchangers, piping and controls; N/A 
New hydrocarbon and water dew point control unit; N/A 
New condensate stabilizer; N/A 
New hydrocarbon liquids fractionation unit and associated storage 
and loading facilities; N/A 
Modification of the existing sulphur recovery trains; N/A 
New sulphur recovery unit; N/A 
New tail gas clean-up unit; and N/A 
New or modifications to the waste water treatment facilities N/A 
Modifications and additions to the existing steam, water, air, 
electrical and fuel gas utility system. N/A 
Compressor Stations, Pipelines and Related Facilities: 21,970 
Beg-Jedney Booster Station 9,300 
West Stoddart Pipeline 1,900 
Umbach Extension 7,100 
Meter Station no. 43 (Taylor) Expansion 350 
Condensate Loops and Booster Stations Modifications 3,320 wa nll comes 
Total Estimated Project Cost 107,870 


1 Individual estimated costs were not available at the time the hearing took place. 
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The McMahon Plant is located at Taylor in north- 
eastern British Columbia and comprises a gas 
processing plant and a sulphur recovery plant, 
both owned and operated by Westcoast. Adjacent 
to the site of the McMahon Plant, there is also a 
refinery owned and operated by Petro-Canada Inc. 
(“Petro-Canada”) and a natural gas_ liquids 
(“NGL”) plant owned equally by Petro-Canada and 
Westcoast and operated by Westcoast. 


The Fort St. John raw gas transmission system feeds 
sour natural gas to the McMahon Plant and two 
lines - the Boundary Lake Line and Alberta 
Mainline - feed sweet natural gas directly into the 
Westcoast main transmission line. The Fort St. John 
raw gas transmission system also extends into the 
province of Alberta by way of two branches crossing 
the British Columbia/Alberta border near Boundary 
Lake and at Dawson Creek. 


On 10 July 1990, the Board issued Hearing Order 
GH-5-90, setting down Westcoast’s application for 
hearing commencing 20 August 1990 in 
Fort St. John. The order provided a list of issues to 
be considered at the hearing. On 1 August 1990, 
the Canadian Petroleum Association (“CPA”) 
requested that the Board add toll methodology as 
.an issue but that consideration of the issue be 
delayed until the Board’s decision in the GH-5-89 
proceeding! is rendered. Further to this request, 
on 3 August 1990, the Board added toll metho- 
dology to the list of issues but denied CPA’s 
request to postpone its consideration. A copy of the 
amended list of issues appears as Appendix I. 


The public hearing was conducted in Fort St. John, 
British Columbia on 20 and 21 August 1990. 


The Board’s decision and reasons therefor are 
included in this report. 


1.2 Details of Application 


Request for a Section 52 Certificate 


In its application, Westcoast requested a certificate 
pursuant to section 52 of the Act for additional 
facilities required to expand the capacity of its 
McMahon Plant located at Taylor, British 
Columbia in order to accommodate the level of 
Firm Service (Contract Demand Treatment 
Service) at the McMahon Plant requested by ship- 
pers as referred to in Table 1-2. 
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The facilities applied for by Westcoast were as 
follows: 


i) a modification of the inlet facilities including 
construction of approximately 500 metres 
(“m”) of 609.6 millimetres (“mm”) O.D. raw 
gas piping from the inlet compressor station 
to the raw gas coolers and modification of the 
piping and controls on the existing raw gas 
separators; 


ii) a new amine contactor and amine still 
together with associated heat exchangers, 
piping and controls; 


iii) a new hydrocarbon and water dew point 
control unit; 


iv) an additional condensate stabilizer; 


v) a hydrocarbon liquids fractionation unit and 
associated storage and loading facilities; 


vi) a modification of the existing sulphur 
recovery trains including the replacement of 
the “B” train waste heat boiler, catalyst 
replacement and associated piping and 
control changes?; 


vii) anew Claus sulphur recovery unit; 
viii) a new tail gas clean-up unit; and 


ix) modifications and additions to the existing 
steam, water, air, electrical and fuel gas 
utility systems. 


Request for a Section 58 Exemption 
Order 


Westcoast requested an order under section 58 of 
the Act for exemption from the provisions of para- 
graph 30(1)(a), and section 31 for certain addi- 
tional compressor facilities, pipelines and related 
facilities required to expand the capacity of the 
Fort St. John raw gas transmission system. The 
facilities applied for by Westcoast pursuant to 
section 58 of the Act were as follows: 


1 The GH-5-89 proceeding relates to an application by 
TransCanada PipeLines Ltd. for additional facilities in 
1991-92. That proceeding also includes toll methodology as 
an issue. 

2 On 1 August 1990, Westcoast informed the Board that the 
"B" train waste heat boiler did not require replacement. 


Table 1-2 


Service Agreements Underpinning the 
6 June 1990 Application 


Shippers Contract Term 
Ending! 

CanWest Gas Supply Inc. 

(“CanWest”) 31 Oct. 2004 

Encor Energy Corporation Inc. 

(“Encor”) 31 Oct. 2001 

Esso Resources Canada Ltd. 

(“Esso”) 31 Oct. 2001 

Home Oil Company Limited 

(“Home Oil”) 31 Oct. 2001 

Norcen Energy Resources Ltd. 

(“Norcen”) 31 Oct. 2001 

Ocelot Chemicals Inc. 

(“Ocelot Chemicals”) 31 Oct. 2001 

Pursuit Resources Inc. 

(“Pursuit Resources”) 31 Oct. 2001 

Wainoco Oil Corporation 

(“Wainoco”) 31 Oct. 2001 


TOTAL 


‘ii) 


a new field compressor station known as the 
Beg-Jedney Booster Station to be constructed 
at the junction of the Westcoast’s existing Beg 
and Jedney pipelines rights-of-ways; 


a new 8.7 kilometre (“km”) of 168.3 mm O.D. 
raw gas pipeline, known as the West Stoddart 
pipeline, to be located adjacent to Westcoast’s 
660.4 mm O.D. B.C. Trunk pipeline; 


Contract Demand 


(103 cubic metres/day) (million cubic feet/day) 
(“10°m°/d”) (“MMcfd”) 

HSS. i 49.1 
186.0 6.6 
49.8 1.8 
99.5 3.5 
142.0 5.0 
430.0 15.2 
50.0 dine’ 

_ 283.0 mir AOA Si 
2 631.4 93.02 


iii) 


iv) 


Westcoast’s obligation to provide service under these Agreements commences on the later of (a) the date Westcoast advises the 
shipper it is capable of providing the services described in the Agreements or (b) 1 November 1991. 

Westcoast testified that two Agreements are to be amended so that the total quantity contracted for will be 2 422 10°m°/d 
(85.5 MMcfd) which is the size of the facility expansion applied for after providing for an allowance for transportation fuel. 


a new 25.3 km of 273.1 mm O.D. raw gas 
pipeline, known as the Umbach Extension, to 
extend from the junction of Westcoast’s 
existing Silver and Dahl pipelines to the end 
of Westcoast’s existing Umbach pipeline; 


two additional meter runs at Meter Station 43 
(Taylor) to accommodate the increased 
residue gas volumes produced by the 
expanded McMahon Plant; 
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v) 


vi) 


vii) 


modification of piping at the inlet of Booster 
Station 7 (Bubbles) to connect Westcoast’s 
existing Jedney pipeline to the suction side of 
the station; 


a condensate loop known as the Bubbles 
condensate loop to be installed at Booster 
Station 7 (Bubbles); 


additional condensate handling capacity at 
Booster Station 10 (Stoddart) to handle the 
condensate from the West Stoddart pipeline; 


GH-5-90 Facilities 


vili) approximately 400 m of 406.4 mm O.D. pipe 


ix) 


to be installed to connect Westcoast’s 
Milligan-Peejay pipeline to the inlet of 
Booster Station 1 (Taylor); and 


a condensate loop, known as the Beg-Jedney 
condensate loop, to be installed at the 
proposed Beg-Jedney Booster Station. 


The total estimated capital cost of the proposed 
facilities is $107,870,000 of which, $85,900,000 is 
for the expansion of the McMahon Plant and 
$21,970,000 for the expansion of the Fort St. John 
raw gas transmission system. 
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2.1 Reserves 


Westcoast provided estimates of both established 
gas reserves and potential gas reserves in the Fort 
St. John area of British Columbia available to 
support its McMahon Plant expansion project. As 
shown in Table 2-1, the Board’s estimate of estab- 
lished reserves is approximately 14 percent lower 
than that of Westcoast. The Board’s estimate of 
potential reserves is also 14 percent lower than 
that estimated by Westcoast. 


Table 2-1 


Westcoast and NEB Estimates of Remaining 
Established Gas Reserves and Undiscovered 
Potential Gas Reserves 


Billion cubic metres, “109m°" 
(Trillion cubic feet, “Tcf”)1 


Supply Westcoast NEB 
Remaining Established 
Reserves 90.2 (3.2) 78.0 (2.8) 
Undiscovered Potential 109.3 (3.9) 94,4 (3,3) 
199.5 (7.1) 172.4 (6.1) 
1 Asof 1January 1990 
Established Reserves 


In its analysis of Westcoast’s gas supply, the 
Board recognized approximately 520 pools in the 
Fort St. John supply area. Most of these pools are 
found in the Cretaceous Bullhead Group and 
Triassic Baldonnel, Charlie Lake and Halfway 
Formations. Some pools are also located in the 
Mississippian Debolt Formation. 


Gas Supply 


The Monias Field’s Halfway Main pool accounts for 
approximately 15 percent of the Board’s estimate 
of remaining established reserves. Approximately 
35 percent of the Board’s estimate of remaining 
established reserves is found in 32 other pools 
having initial marketable reserves in excess of 
1000 106&m° (35 billion cubic feet (“Bcf”)). 
Significant production has occurred in most of 
these pools and the Board’s estimates of reserves 
are generally in agreement with those provided by 
Westcoast. 


The Board notes that approximately 60 percent of 
the pools having initial marketable reserves less 
than 1 000 106m (35 Bcf) have never produced, yet 
these pools comprise a significant portion of both 
the Board’s and Westcoast’s estimates of 
remaining reserves. The Board’s estimate of estab- 
lished reserves is lower than Westcoast’s estimate, 
primarily due to the cumulative effect of different 
interpretations of reservoir parameters such as net 
pay, gas saturation and area in many of these 
smaller pools. 


Potential Reserves 


In addition to the established reserves described 
above, Westcoast estimated the undiscovered gas 
potential within the Fort St. John supply area 
available to be processed at the McMahon Plant at 
a total of 109.3 109m? (3.9 Tcf). 


In developing its estimate of potential reserves 
available to the McMahon Plant, Westcoast relied 
initially on a study by the Geological Survey of 
Canada (“GSC”)! which subdivided northeastern 
British Columbia into a number of geological play 
types and estimated the ultimate potential for 
each. The British Columbia Ministry of Energy, 


1 GSC Open File #817 “Resources of Northeast British 


Columbia”. 
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Mines and Petroleum Resources (“EMPR”) also 
utilized these play types in subsequent studies of 
ultimate potential.1 Westcoast divided the play 
types used by GSC and EMPR into gas plant 
supply areas in order to develop its estimate of 
potential reserves available to the McMahon Plant. 
The ultimate potential estimate of 295 109m? 
(10.5 Tcf) for the McMahon Plant supply area 
reflects adjustments to exclude the Dry Gas supply 
area (Boundary Lake and fields on the Pouce 
Coupe pipeline) and reserves in the Ring-Border 
area which are not expected to be processed at the 
McMahon Plant. Given that 95.5 109m? (3.4 Tcf) 
have been produced to date and remaining estab- 
lished reserves are estimated at 90.2 109m? 
(3.2 Tcf), Westcoast estimates undiscovered poten- 
tial reserves to be 109.3 109m? (3.9 Tef). 


The Board also developed an estimate of potential 
gas reserves in the McMahon Plant supply area. 
The Board’s estimate is based both on the analysis 
presented by Westcoast and on independent 
assessment of potential for each of the play types. 
The Board’s analysis involved the use of data 
available on a zone by zone basis (including areal 
distribution of proven pools, pool sizes, success 
rates and the type of structural and/or strati- 
. graphic trap) for areas which have been explored 
and developed to estimate the potential in 
undrilled areas. 


The Board’s total estimate of undiscovered gas 
potential of 94.4 109m? (3.3 Tcf) is lower than that of 
Westcoast primarily due to lower estimates of poten- 
tial assigned to the Montney-Doig and Stoddart play 
types. The limited number of pools discovered in 
these play types to date and the small reserves 
assigned to those discoveries that have been made 
suggest to the Board that Westcoast’s estimate of 
undiscovered potential may be somewhat opti- 
mistic, and in particular for these plays. 


Although the Board has adopted an estimate of 
undiscovered potential for the McMahon Plant 
supply area of 94 10°m® (3.3 Tcf), it recognizes the 
uncertainty associated with estimates of this 
nature. The Board considers a reasonable range for 
estimates of undiscovered potential for the area to 
be from 80 109m (2.8 Tcf) to 110 109m? (4 Tcf) and 
notes that Westcoast’s estimate falls within this 
range. The Board’s range of estimates is based on 
differing expectations as to the number and size of 
pools remaining to be discovered for each of the 


play types. 
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2.2 Productive Capacity 


Westcoast estimated that productive capacity from 
the area could satisfy the full expanded capacity 
for 12 years (1992-2003), with increasing shortfalls 
thereafter. This estimate was based on a 75 percent 
load factor throughout the projection period. 


Westcoast’s forecast of productive capacity 
comprises three categories of gas reserves: proven 
producing, proven non-producing and potential gas 
reserves. The forecast of productive capacity from 
proven producing gas reserves was based upon 
existing contract rates and performance. The fore- 
cast of productive capacity from non-producing 
reserves was based on the assumption that these 
reserves would be produced at a rate of 1:5750 held 
flat for five years and would then decline at a five 
percent per year. The majority of these reserves 
(70 percent) were connected in the first year of the 
forecast. The remainder were phased in over the 
next five years. Westcoast indicated that this 
connection schedule was reasonable, as 90 percent 
of these reserves were within 4.5 km from a 
pipeline. 


Westcoast projected future reserves additions on 
the basis of an analysis of historical gas reserves 
additions, which have remained relatively constant, 
averaging 5.6 109m? per year. It was assumed that 
the rate of reserves additions will decrease as the 
cumulative reserves approach the ultimate poten- 
tial and the historical growth of reserves additions 
was matched to the ultimate potential by assuming 
a five percent per annum decrease in additions. The 
reserves additions were assumed to be connected in 
the second year following discovery and were then 
produced in the manner described above for the non- 
producing reserves. 


Under cross-examination Westcoast agreed that a 
higher load factor or a lower estimate of potential 
would reduce the flat life of the forecast. 


The Board’s forecast of Westcoast’s productive 
capacity is very similar to that of Westcoast and 
indicates that the expanded plant capacity will be 
fully utilized until 2004, with increasing shortfalls 
thereafter. This capacity forecast is also based on a 
75 percent load factor throughout the projection 
period. 


1 EMPR submission to the Govier Inquiry. 


Productive capacity for proven producing and non- 
producing gas reserves was determined using 
reserves and deliverability data for individual pools 
and assuming a contract rate of take of 1:5750. This 
capacity forecast is somewhat higher than that of 
Westcoast initially but is very comparable over the 
projection period as shown in Figure 2-1. 


The Board projected future reserve additions using 
its estimates of ultimate potential and assuming 
that the finding rate would decline from the 
current level to zero at the ultimate potential. The 
Board also assumed that the current level of 
activity (approximately 100 wells per year) would 
be maintained. Westcoast’s connection rate and 
production profile were applied to these reserves 
additions to produce the forecast of productive 
capacity for potential reserves. The Board investi- 
gated the effect of less aggressive connection rates 


than those assumed by Westcoast but found that 
they resulted in only minor differences in the 
productive capacity forecast. 


Views of Interested Parties 


Both the CPA and BC Gas Ine. (“BC Gas”) voiced 
concerns regarding the adequacy of supply to 
support the proposed expansion. CPA and BC Gas 
did not, however, provide specific data or analysis 
in support of their views. 


BC Gas was concerned that Westcoast’s forecast of 
deliverability was less than capacity by the year 
2004 and that the shortfall could occur earlier if 
trend gas did not materialize or if the load factor 
for the McMahon Plant was greater than 
75 percent. 


Figure 2-1 


COMPARISON OF ESTIMATES OF PRODUCTIVE CAPACITY 
FOR THE FORT ST JOHN SUPPLY AREA 
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Views of the Board 


The Westcoast and Board estimates of supply from 
proven reserves are very similar, as are the esti- 
mates of supply from potential reserves. The Board 
notes that the expansion of the McMahon Plant is 
largely reliant on potential reserves, which are by 
nature speculative, both in terms of volumes that 
will be found and the composition of the gas that is 
found. 


Westcoast’s estimate of potential, although some- 
what higher than that of the Board, falls within a 
range the Board considers reasonable. However, 
the Board notes that even if the finding rates are 
lower than forecast, a modest growth in drilling 
activity would be sufficient to achieve the projected 
level of reserve additions and maintain full utiliza- 
tion of the Plant. 


A substantial increase in the acid gas or liquids 


content of the inlet gas stream at the McMahon 
Plant could have a detrimental impact on both 
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capacity and efficiency. Westcoast submitted that 
on average the gas content in the future would 
remain within Plant specifications. Although there 
exists a high degree of uncertainty in forecasting 
future gas compositions, the Board believes that 
Westcoast’s assumption is reasonable. 


Although the Board raised a concern regarding 
producers processing their own gas at field plants 
rather than utilizing the McMahon Plant, the 
Board agrees with evidence presented by 
Westcoast at the hearing indicating that there is 
little likelihood of this occurring. 


The Board also notes that there was no substan- 
tive opposition to Westcoast’s supply evidence. 
Although CPA and BC Gas both identified general 
concerns relating to Westcoast’s supply, neither 
party provided specific data or analysis in support 
of their position. Additionally, producer support for 
the project was provided in the form of signed 
processing contracts. 


Chapter 3 


In support of its application Westcoast indicated 
that it had: 


(a) received executed Firm Service Agreements 
for Contract Demand Treatment Service with 
several shippers totalling 2 422.0 10%m3/d 
(85.5 MMcfd), for ten years commencing 
1 November 1991 (ie. the “Expansion 
Shippers”); and, 


(b) prepared an overall assessment of present 
and future domestic and export markets 
served, or expected to be served, through the 
Westcoast system which it believes demon- 
strates the need for the additional gas 
processing capacity for which it had applied. 


3.1 Service Agreements 


Westcoast submitted that by April 1990 it had 
received executed Firm Service Agreements total- 
ling some 3 870.7 10%m°/d (136.6 MMcfd) for incre- 
mental capacity at the McMahon Plant. This 
compares to requests in the queue for service total- 
ling 4 612.8 10°m?/d (162.8 MMcfd). Based upon its 
forecast of gas deliverability available to the 
McMahon Plant and given that some 60 percent of 
the existing Firm Service Agreements expire on or 
before 31 October 1991 , Westcoast elected to 
restrict the McMahon Plant Expansion Project to 
2 422.0 10°m°/d (85.5 MMcfd). 


In support of its application, Westcoast filed 
executed Firm Service Agreements (i.e. Contracted 
Demand Treatment Service) for service at the 
McMahon Plant totalling 2631.4 10°m%/d 
(93.0 MMcfd), as identified in Table 1-2 in Chapter 1 
of these Reasons. During the hearing, Westcoast 
testified that two of these contracts. will 
have to be amended so the total will actually be 
2 422.0 10°m?/d (85.5 MMcfd). 
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Requirements 


The Agreements also provide for Contract Demand 
Raw Gas Transmission Service and Contract 
Demand Liquids Recovery Service. 


Westcoast acknowledged that it has not done an 
assessment of the markets to be served by the 
Expansion Shippers to determine whether these 
markets are long-term and secure. Westcoast did 
not furnish additional market details since the 
Expansion Shippers are not required to provide 
Westcoast with such information. In executing the 
Service Agreement, an Expansion Shipper 
warrants that it has either firm supply or firm 
markets for the term of the Agreement. Westcoast 
indicated that it does not believe that a detailed 
description of the domestic and/or export markets 
to be served by the Expansion Shippers would in 
any event be meaningful since a large number of 
shippers currently having gas treated at the 
McMahon Plant are presently contracted on a one- 
year basis. Therefore, Westcoast believes that, 
given the short-term nature of many of these 
Service Agreements and the uncertainty as to 
whether these will or will not be renewed, the only 
meaningful way to evaluate the need for the 
applied-for facilities was to do so on a macro basis 
(i.e. to review the overall domestic and export gas 
demand off the Westcoast system to ensure that 
there is sufficient overall demand to justify the 
incremental facilities). 


Given the current competitive market environ- 
ment, Westcoast expects that, as gas sales 
contracts expire, there will be competition among 
gas suppliers wishing to supply those contracts. As 
a result, Westcoast thought that there could be a 
shift from other gas supplies to the additional gas 


1 Article 2.02 of the Westcoast General Terms and Conditions - 
Service provides that a shipper who has entered into a Firm 
Service Agreement has the right to extend the term of the 
Agreement from time to time provided it, among other 
things, provides Westcoast with notice not less than six 
months prior to the term of the Agreement (i.e. on 1 May 
1991). 
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processed at the McMahon Plant. Westcoast does 
not believe that this should be of concern since it 
expects that it would be in the displaced gas 
suppliers’ economic interest to seek alternative gas 
markets for any of the gas displaced. 


3.2 Overall Market Requirements 


Westcoast provided a domestic and export gas 
market forecast for gas to be served off the 
Westcoast system for the ten-year period ending 
31 December 2000, which demonstrated that: 


(a) total gas deliveries are anticipated to increase 
frome. 511 836.7, 4910°m3is.4(417°8, wBefi- to 
18 162.6 10®m? (641.2 Bef), or 4.9 percent on 

‘an average annual basis; 


(b) total domestic gas deliveries are anticipated 
to increase from 7 139.9 106m? (252.0 Bcf) to 
9 862.5 10®m? (348.2 Bcf), or 3.7 percent on an 
average annual basis. 


(c) total export gas deliveries are anticipated to 
increase from 4 696.8 106m® (165.8 Bcf) to 
8 300.1 10®m? (293.0 Bcf), or 6.5 percent on an 
average annual basis. 


Westcoast indicated that its domestic market fore- 
cast is based upon: historical gas market data; its 
review of available domestic gas market forecasts; 
and, upon the medium and long term gas market 
forecasts supplied by, and reviewed with, BC Gas 
(Inland and Lower Mainland Divisions), Pacific 
Northern Gas Ltd., and Pacific Coast Energy 
Corporation. 


Westcoast indicated that the export market fore- 
cast is based upon Northwest Pipeline 
Corporation’s (“Northwest”) throughput volume 
and an assessment of the share of the United 
States of America (“U.S.”) gas market accessible to 
the Westcoast system by exports at Huntingdon, 
British Columbia. The traditional, “on-system” 
Northwest market forecast is based upon the 
demand forecasts furnished by the U.S. Local 
Distribution Companies (“LDCs”) connected to the 
Northwest system and serving the States of 
Washington, Oregon, Idaho, and Nevada. In addi- 
tion, the export forecast took account of the U.S. 
Pacific Northwest electric generation and 
California markets and the share of those two 
markets that could be served by exports of 
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Canadian-sourced gas off the Westcoast system at 
Huntingdon, British Columbia. 


Westcoast noted that the electric generation 
market forecast assumes shortfalls in U.S. conven- 
tional electricity supplies. Firm gas deliveries to 
that market are forecast to commence in 
November 1992 at 354.0 103m3/d (12.5 MMcfd) and 
increasing to 2 833.0 10%m%/d (100 MMcfd) by 
2000. Starting in mid-1992, Westcoast is fore- 
casting firm exports deliveries into the California 
market at 4 533.0 10%m%/d (160.0 MMcfd), 
increasing to 5 949.0 10°m%/d (210.0 MMcfd) by 
1994-95 and remaining at that level to the end of 
the forecast period. 


Westcoast testified that 1989 was the first full 
year in which Northwest operated as an 
“open-access” pipeline system. This, coupled with 
Northwest’s apparent willingness to construct 
additional facilities, was cited by Westcoast as 
creating considerable potential for additional 
throughput on the Northwest system to service the 
Pacific Northwest and California markets. 


In summary, Westcoast argued that its overall 
market assessment and the execution of the new 
Firm Service Agreements support the McMahon 
Plant facilities expansion at this time. As well, 
Westcoast pointed to both the existence of the 
long-term Firm Service Agreements for processing 
well in excess of the additional capacity applied for 
and to the ever-increasing queue of shippers 
requesting service. In this regard, Westcoast noted 
that demand for firm processing service at the 
McMahon Plant has been in excess of the current 
plant capacity consistently during the past several 
years. 


Views of Interested Parties 


The CPA, while supporting the need for the 
McMahon Plant facilities expansion, argued that 
the application was premature and incomplete. 
Specifically, the CPA suggested that Westcoast has 
not provided the required market information in 
accordance with the draft NEB Rules of Practice 
and Procedure (“the Rules”) and that Westcoast 
has not sought leave of the Board relieving it of the 
requirement to furnish such market information. 
The CPA questioned the quality of the market 
research done by Westcoast to determine whether 
the Expansion Shippers’ markets are long-term 
and secure. 
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BC Gas expressed concerns in relation with the 
terms of the contracts underlying the proposed 
project and whether the market served by these 
contracts would be new or incremental services. 


Views of the Board 


The Board concurs with Westcoast that given the 
short-term nature of the Service Agreements 
currently in effect for service at the McMahon 
Plant and given the shippers’ right to renew those 
short-term Agreements upon giving six-months 
notice, the appropriate way to assess the market 
demand off the Westcoast system is to do so on a 
macro level. In that light, the Board finds 
Westcoast’s overall market forecast, and 
Westcoast’s approach in developing that forecast, 
to be reasonable. In particular, the evidence 
adduced by Westcoast demonstrates that reason- 
able estimates of growth in the markets served by 
Westcoast’s system support the need for the incre- 
mental production that this expansion will make 
available. The evidence further demonstrates that 
this need is over and above current production 
capacity available from the other processing plants 
on Westcoast’s system, most of which are expected 
to be fully contracted by 1992. 


In assessing the need for the expansion facilities, the 
Board is satisfied that Westcoast has exercised 
adequate caution and has recognized, in the deter- 
mination of the size of the incremental capacity, that 
short-term Service Agreements for service at 
McMahon Plant may not be renewed. This conserva- 
tive approach is reflected in the fact that although 
Westcoast received executed firm Service 
Agreements totalling 3 870.7 10°m3/d 
(136.6 MMcfd) for service at the McMahon Plant, it 
has chosen to restrict the applied-for facilities to 
2 422.0 10°m?/d (85.5 MMcfd). In this regard, the 
Board has also noted that the queue for capacity at 
the McMahon Plant, as of 30 July 1990, included 
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requests for service totalling 4 612.8 10%m3/d 
(162.8 MMcfd). 


While the queue alone does not provide reliable 
evidence as to the firmness of the demand for the 
capacity requested, the fact that such a large 
percentage of those in the queue were willing to 
execute 10-year firm service contracts does indi- 
cate a strong demand for additional capacity. This 
has been the case for a number of years and the 
evidence suggests that it will continue even after 
this expansion. Given this demand, the Board is of 
the view that it is reasonable to assume that the 
plant will remain fully contracted as it is likely 
that most of the existing short term contracts will 
be renewed and, for those that are not, there are 
enough potential shippers in the queue who are 
prepared to step in to contract for the released 
capacity. 


Regarding the concern raised by the CPA that 
Westcoast has failed to fully comply with the 
market data filing requirements of the Rules, it 
should be noted that those information require- 
ments are guidelines that the Board may modify in 
the circumstances of an application. In this case, 
for the reasons given earlier, the Board is satisfied 
that Westcoast has provided sufficient information 
to demonstrate the need for the expansion 
facilities. 


Although the Board has been persuaded by the 
evidence presented by Westcoast, the Board does 
share certain of the CPA’s concerns regarding the 
difficulty in assessing market requirements in the 
absence of specific market evidence from the ship- 
pers underpinning the expansion. The Board 
would have found it helpful if those shippers had 
come forward in the hearing to speak to the need 
for the expansion or had furnished Westcoast with 
market evidence to do so on their behalf. 
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Chapter 4 


4.1 Specific Facilities 
4.1.1 McMahon Plant Facilities 


The facilities proposed by Westcoast to expand the 
capacity of the McMahon Plant include: 


- modification to operating configuration of 
existing inlet separators; 


- one new amine train including a new amine 
contactor and amine still with associated heat 


exchangers, piping and controls; 


- one new hydrocarbon and water dew point 
control unit; 


- one new condensate stabilizer; 
- one new hydrocarbon liquids fractionation 
unit and associated storage and loading 


facilities; 


- modification of the existing sulphur recovery 
trains; 


- one new sulphur recovery unit; 


Facilities 


- one new tail gas clean-up unit; and 


- modifications and additions to the existing 
steam, water, air, electrical and fuel gas 
utility system. 


The following Table 4-1 provides the actual and 
proposed capacities at the McMahon Plant on a 
raw gas, residue gas and contractable basis. The 
contractable capacity is the remaining residue gas 
capacity after providing for an allowance for trans- 
portation fuel. 


Inlet Liquids Stabilizer 


The proposed condensate stabilizer unit would 
remove the hydrogen sulphide, the methane and 
the ethane from the liquids before sending them to 
storage. 


Westcoast testified that the proposed stabilizer unit 
would completely replace the stabilization process 
which is currently performed at the adjacent Petro- 
Canada refinery. During the hearing, Westcoast 
explained that the existing Petro-Canada stabi- 
lizer does not have the capacity to treat the addi- 
tional liquids volumes associated with the 


Table 4-1 


Actual and proposed capacity at the McMahon Plant 


Actual 
Basis (103m3/d) (MMcfd) 
Raw Gas 16 282 575 
Residue Gas 15 008 530 
Contractable 14 258 503.3 
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Proposed Net Increase 
(103m3/d) (MMcfd) (102m*/d) (MMcfd) 
19 255 680 2 973 105 
17 560 620 2 552 90 
16 680 588.8 2 422 85.5 
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McMahon Plant expansion project. Westcoast also 
testified that it was its understanding that Petro- 
Canada was not interested in expanding or 
changing their existing facilities at the moment. 


In addition, Westcoast testified that although it did 
consider the possibility of sharing the incoming 
liquids flow between the Petro-Canada refinery and 
the Westcoast facilities, the conclusion was that the 
sharing would not be an acceptable operational 
approach. Westcoast estimated the cost of the inlet 
stabilizer system for the proposed full capacity at 
approximately $4 million. Under the sharing option, 
Westcoast estimated the cost of the system sized for 
the incremental capacity at $3 million plus an esti- 
mated amount between $500,000 and $1 million for 
the regulation and control system. 


Westcoast also testified that the operation of two 
stabilizer units as required by the sharing option 
would be less efficient than the operation of a single 
system since both systems must be maintained hot 
which increases the steam consumption. In addi- 
tion, Westcoast testified that the operation of two 
systems in parallel would be more prone to upset 
which would reflect upon the plant availability. 


Westcoast testified that it had considered two 
other options to even out the flow of liquids into 
the McMahon Plant which would render unneces- 
sary the construction of the stabilizer unit. The 
first option consisted in increasing the frequency of 
pigging of the raw gas transmission lines. 
However, Westcoast testified that it was not 
possible, mainly for safety reasons, to change the 
current pigging schedule. The second option 
consisted in extending at the inlet of the McMahon 
Plant, the existing condensate loop, which is used 
to hold the liquids and even out the liquids flow 
into the plant. Westcoast testified that the conden- 
sate loop had already been expanded in 1990 and 
it would not be economical nor practical to further 
increase the length of the condensate loop. 


Dehydration and Hydrocarbon 
Dewpoint Control 


Westcoast testified that the hydrocarbon content of 
the gas currently processed at the McMahon Plant 
is controlled by the existing lean oil absorption 
system. The extracted liquids are sent to the 
Petro-Canada refinery for handling, fractionation 
and shipment to the market. 
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Westcoast proposed to construct a new dewpoint 
unit to control the water and hydrocarbon contents 
of the additional gas volume involved in the appli- 
cation. The proposed design basis includes frac- 
tionation facilities to process the hydrocarbon 
liquids recovered in the dewpoint unit. The 
proposed fractionation facilities would also include 
product storage and loading equipment. 


Westcoast submitted that it was considering two 
additional liquids processing options for dewpoint 
control and liquids fractionation described below: 


G) utilization of the existing NGL plant facilities 
located adjacent to the McMahon Plant; and 


Gi) utilization of fractionation facilities forming 
part of the Petro-Canada refinery also located 
adjacent to the McMahon Plant. 


At the hearing, Westcoast testified that the Petro- 
Canada refinery does not have any additional frac- 
tionation capacity, other than for the liquids 
extracted by the lean oil absorption system. 
Westcoast was still however, exploring the NGL 
plant option and, a final design of the dewpoint 
control unit and liquid fractionation facilities 
would be completed by the end of September 1990. 


Water Effluent Treatment 


Westcoast submitted that the existing water 
effluent treating facility would possibly need to be 
expanded and further study was required before a 
decision could be made. Westcoast stated that for 
the purpose of the application, the estimated direct 
cost of the new treatment facilities ($1.95 million) 
was included in the proposed total project cost. 


Westcoast also testified that, at the present time, 
it did not know whether the province of British 
Columbia would impose more stringent require- 
ments regarding the water effluent quality, as 
discussed in section 5.4.3 of these Reasons. If more 
stringent requirements were imposed, Westcoast 
would need to build a new waste treatment plant 
which would increase the estimated cost of the 
water effluent treating facilities by $1 million to 
approximately $3 million. 


Views of Interested Parties 


Encor submitted that it supported the proposed 
expansion of Westcoast facilities. No other party 
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raised any specific engineering concerns with 
respect to the proposed facilities. As discussed in 
section 7.2 of these Reasons, some concerns were, 
however, expressed by CanWest with respect to 
the tolling of and the ability to choose the services 
performed by the stabilizer unit. 


Views of the Board 


The Board is satisfied with the preliminary design 
proposed by Westcoast and will include conditions 
in the order requiring Westcoast to file detailed 
descriptions of the final design. 


4.1.2 Compressor Stations, Pipelines 
and Related Facilities 


Westcoast submitted that the compressor stations, 
pipelines and related facilities would be required 
to provide additional raw gas transmission 
capacity through the Fort St. John raw gas trans- 
mission system which is feeding the McMahon 
Plant. Westcoast proposed to increase the pressure 
throughout the whole raw gas transmission system 
in order to transport the additional gas volumes 
which are sourced at many locations on the 
Fort St. John raw gas transmission system. 


Westcoast proposed to construct a new booster 
station, known as the Beg-Jedney Booster Station, 
consisting of one 671 kilowatt (“kW”) unit and 
including liquid handling facilities. 


Westcoast proposed to construct approximately 
8.7 km of 168.3 mm O.D. pipeline, to be known as 
the West Stoddart pipeline. The pipeline would 
run parallel to the existing 660.4 mm B.C. trunk 
pipeline and connect to the inlet of the existing 
Stoddart Booster Station. The West Stoddart pipe- 
line would be required to meet contract delivery 
pressure specifications for existing production. 
Additional liquids handling facilities would also be 
required at the Stoddart Booster Station to handle 
additional liquids expected with the installation of 
the West Stoddart pipeline. 


Westcoast also proposed to construct approxi- 
mately 25.3 km of 273.1 mm O.D. pipeline to 
connect the existing Silver pipeline to the Umbach 
pipeline. The proposed pipeline would be required 
to alleviate the high pressure on the Silver-Dahl 
lines located at the far end of the raw gas trans- 
mission system by off-loading Silver gas to the Nig 
Creek pipeline. The Nig Creek pipeline could 
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handle the additional load because it formerly 
carried Laprise gas which is now diverted to the 
Aitken Creek Plant. 


Other facilities such as the expansion of the 
existing meter station 43 (Taylor), the Bubbles 
condensate loop, some inlet piping modifications at 
the Booster Station 7 (Bubbles) and Booster 
Station 1 (Taylor) would also be required to accom- 
modate the additional gas volumes associated with 
the McMahon Plant expansion. 


Views of Interested Parties 


No party expressed any specific concerns with 
respect to the Compressor Stations, Pipelines and 
Related Facilities. 


Views of the Board 


The Board is satisfied with the preliminary design 
proposed by Westcoast and will include a condition 
in the order requiring Westcoast to file prior to 
construction detailed drawings for these facilities. 


4.2 Cost Estimates 


Westcoast submitted that the overall expected 
accuracy of the cost estimates is + 20 percent for 
the Compressor Stations, Pipelines and Related 
Facilities and + 30 percent for the McMahon Plant 
facilities. The accuracy of the cost estimates thus 
indicates that the cost of the project could vary by 
+ $30 million. 


Westcoast testified that it is more likely that the 
estimated costs, particularly those associated with 
the McMahon Plant facilities would rise instead of 
decline but that it does not expect that the cost 
would increase beyond the estimated level of accu- 
racy of the cost estimates. 


Westcoast explained that the high level of inaccu- 
racy in the cost estimates is related to the prelimi- 
nary development stage of the project. Westcoast 
testified that more accurate cost estimates based 
on a definitive design of the McMahon Plant 
expansion would be available in December 1990. 


Westcoast submitted that, in order to meet the 
desired in-service date of 1 November 1991, it 
would have to meet an extremely tight construc- 
tion schedule, which includes the start of civil and 
structural work at the McMahon Plant in mid- 
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September 1990. Westcoast testified that, 
depending on the market conditions, fast-tracking 
of the project could result in higher costs, mainly 
caused by overtime, than if a more paced approach 
were to be followed. 


Views of Interested Parties 


The CPA was concerned with respect to the lack of 
accuracy of the cost estimates and argued that the 
fast-track construction basis was the cause of 
uncertainties in the cost estimates and would 
normally cause extra costs to be incurred. The CPA 
was of the view that the approval of the applica- 
tion should be postponed until the designs and cost 
estimates were more complete. 


BC Gas was also concerned by the lack of accuracy 
of the cost estimates of the project as well as the 
possibility of cost overruns. 


Views of the Board 


The Board is concerned by the lack of accuracy of 
the cost estimates, which is attributable in part to 
the uncertainties in the design, and is aware that 
significant cost overruns may be incurred. The 
Board also shares the CPA concerns in relation 
with the impact of the costs of the fast-tracking 
approach. The Board therefore cautions Westcoast 
that future applications should only be presented 
when the design and costs estimates are more 
developed. 


However, the Board does not consider that it is 
appropriate, in this case, to delay its decision until 
finalized designs and more accurate cost estimates 
are available. Waiting until the designs are final- 
ized would not add significantly to the record on the 
need for these facilities, but a delay would further 
compress the construction schedule and thereby 
exacerbate the cost control problems. As_ is 
explained in section 4.3 of these Reasons, the 
Board’s approval of the application is subject to 
certain conditions that will ensure that final designs 
are submitted for approval before the relevant 
phases of construction are commenced. In addition, 
the cost of the project, including any overruns, will 
be subject to review pursuant to the Board’s respon- 
sibilities under Part IV of the Act before being 
authorized for inclusion in the rate base. 


Westcoast recognized that the Board may disallow 
from inclusion in rate base any costs found to be 
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imprudently incurred. In ‘this regard, the Board 
intends to be vigilant in the subsequent Part IV 
proceeding to verify that Westcoast has used all 
possible measures to ensure that the costs of these 
facilities were prudently incurred. Similarly, other 
concerned parties will have an opportunity in the 
subsequent toll proceeding to test the prudency of 
the costs that Westcoast will seek to have included 
in rate base. 


4.3 Technical Conditions of the 
Section 58 Order 


Westcoast was requested to comment on the appro- 
priateness of certain technical conditions which 
might be included in any order or certificate that 
the Board may issue. These conditions relate to the 
following: 


(i) the submission of a detailed description of the 
proposed effluent treating facility and of the 
dew point control unit and liquids fractiona- 
tion facilities for Board approval; 


(ii) the submission of the drawings of the product 
storage facilities and certain elements of the 
Compressor Stations, Pipelines and Related 
Facilities for Board approval; 


Gii) the submission of a detailed construction 
schedule; 


(iv) the submission of construction alignment 
drawings, construction drawings and 
specifications; 


(v) the submission of updates to the construction 
schedule during construction, if required; 


(vi) the submission of monthly construction cost 
reports; 

(vii) the submission of monthly construction 

progress reports; and 


(viii) the submission, within six months of putting 
the facilities into service, of a cost report 
providing a breakdown of the costs incurred 
during construction, including reasons for 
significant differences from pre-construction 
estimates. 


Westcoast expressed some concerns with respect to 
the submission of drawings related to the 
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McMahon Plant expansion prior to the start of the 
construction. Westcoast testified that if it received 
approval of the project, the civil and structural 
type construction would start in mid-September at 
which time the drawings of the plant facilities 
would not be completed. No party expressed any 
specific concerns with these conditions. 


Views of the Board 


To enable the Board to adequately monitor and 
inspect the construction of the facilities and to 
monitor project costs, the Board is of the view that 
construction schedules, updates, and construction 
cost reports should be submitted to the Board. 
Accordingly, the section 58 order that the Board 
has yssued includes such conditions. 


The Board also recognizes Westcoast’s difficulties 
in providing drawings of certain facilities related 
to the plant expansion prior to any civil and struc- 
tural work being undertaken. The Board is satis- 
fied that the facilities are required and, therefore, 
this preliminary work will be required regardless 
of the final design. Accordingly, the condition that 
the Board has included in the section 58 order will 
permit Westcoast to perform the preliminary civil 
‘and structural work on these facilities but, before 
proceeding with further construction on those facil- 
ities or parts thereof for which final designs have 
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not yet been filed, Westcoast will have to submit 
for approval the final designs. 


4.4 Leave to Open Requirements 


In its application, Westcoast did not seek exemp- 
tion from leave to open for any of the proposed 
facilities. It only sought exemption from the need 
to have a certificate in respect of the Compressor 
Stations, Pipelines and Related Facilities. 


Views of the Board 


Although the Board considers that Westcoast 
should comply with the leave to open requirements 
of paragraph 30(1)(b) and section 47 of the Act for 
most of the facilities applied-for, it does not 
consider that the lines at the McMahon Plant 
having a maximum operating pressure of less than 
700 kPa need be subject to the requirements of the 
leave-to-open provisions. 


The Board will therefore exempt for practical 
reasons, the low pressure piping at the McMahon 
Plant from the requirements of leave to open. The 
Board considers that this exemption will not affect 
the public safety since the low pressure piping will 
still have to be pressure tested and Westcoast will 
still be required to comply with all the applicable 
requirements of the Onshore Pipeline Regulations. 
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Chapter 5 


5.1 Land Use 
5.1.1 Route/Site Selection 


Facilities Within Fee Simple Property 
Owned by Westcoast 


Westcoast submitted that the proposed McMahon 
Plant Facilities would be located within property 
presently owned by Westcoast. 


The proposed construction of two meter runs at 
Meter Station 43 (Taylor), the additional conden- 
sate handling capacity at Booster Station 10 
(Stoddart), and the 400 metres of 406.4 mm O.D. 
pipe to connect Westcoast’s Milligan - Peejay pipe- 
line to the inlet of Booster Station 1 (Taylor) would 
also be located within property presently owned by 
Westcoast. 


Views of the Board 


In respect of the above-mentioned facilities, the 
Board is satisfied with Westcoast’s proposed use of 
its existing fee simple lands and considers those 
proposals to be acceptable. 


Facilities Within Existing Easements 


The condensate loops proposed for the new 
Beg-Jedney Booster Station, the condensate loops 
and modifications to Booster Station 7 (Bubbles) 
and the proposed West Stoddart pipeline would be 
located within existing Westcoast easements. 
Westcoast has submitted that the acquisition of 
new easements over Crown and/or private land for 
those facilities would not be required. 


Views of the Board 
In respect of the above-mentioned facilities, the 


Board is satisfied with Westcoast’s proposed use of 
existing easements and considers that the general 
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Land Use and 
Environmental 
Matters 


routes proposed by Westcoast for those pipeline 
facilities are acceptable. 


Facilities Within New Fee Simple 
Lands/Easements 


The construction of the Beg-Jedney Booster 
Station on a four hectare (“ha”) site and the 
25.3 km Umbach Extension pipeline would require 
the acquisition of new land and land rights, respec- 
tively. Those proposed facilities would be located 
on unsurveyed Crown land. 


Westcoast submitted that environmental distur- 
bance at the Beg-Jedney Booster Station would be 
minimal. Relatively little clearing would be 
required, and no _ access roads would be 
constructed. Noise would be generated by the oper- 
ation of the compressor but there are no settle- 
ments in the area, and little or no effects on 
wildlife are anticipated. Air emissions and effluent 
would comply with the permit requirements of the 
British Columbia Ministry of Environment. 


No apparent environmental sensitivity exists at 
that site. No parties objected to the proposed site 
during the hearing. 


Westcoast submitted that the route of the Umbach 
Extension pipeline follows existing seismic lines to 
the greatest extent possible. 


Westcoast found that the route of the proposed 
Umbach Extension pipeline would have minor 
environmental effects since: 


(a) itis a small diameter pipeline which traverses 
relatively easy terrain for construction; 


(b) the area is sparsely vegetated with a mixture 


of deciduous and coniferous stands and exten- 
sive bog and muskeg; 
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(c) the stream crossings will be designed and 
timed to minimize impact on fisheries; 


(d) no permanent access will be required; and 


(e) extensive clean-up and revegetation will 
ensure restoration of ground cover. 


The principal environmental concerns with the 
Umbach Extension pipeline would be the crossings 
of the Beatton River and Nig Creek. Those stream 
crossings, however, are typical of the region, and 
Westcoast submitted that considerable experience 
has been gained by the Company from the construc- 
tion of similar stream crossings on other projects on 
procedures for minimizing fish and wildlife impacts. 


f 
No parties objected to the proposed route of the 
Umbach Extension pipeline during the hearing. 


Views of the Board 


The Board is satisfied that Westcoast has chosen 
an appropriate site for the Beg-Jedney Booster 
Station and an acceptable route for the Umbach 
Extension pipeline. 


5.1.2 Land Requirements 


Fee Simple Land 


For the proposed Beg-Jedney Booster Station, the 
application to purchase the four ha site would be 
made to the British Columbia Ministry of Crown 
Lands together with an application for a 
Temporary Permit. The Temporary Permit would 
enable Westcoast to occupy and construct the 
Booster Station prior to the legal survey and sale 
of the land. A Temporary Permit is necessary since 
a legal survey could not be completed until such 
time as the facility has been constructed. 


Easements 


An application for a Statutory Right-of-Way for the 
proposed Umbach Extension pipeline would also be 
made to the Ministry of Crown Lands. Since the 
Statutory Right-of-Way would not be issued until 
construction of the pipeline had been completed, 
and the appropriate legal surveys done, Westcoast 
must apply for a Temporary Permit. That Permit 
allows the recipient to construct, operate and 
maintain the pipeline over Crown Lands prior to 
issuance of a Statutory Right-of-Way. 
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Westcoast did not anticipate that any difficulty 
would be encountered in obtaining the necessary 
permits for either the Beg-Jedney Booster Station 
or the Umbach Extension pipeline. 


Views of the Board 


The Board finds that Westcoast’s anticipated 
requirements for fee simple land and easements 
are reasonable and justified. 


5.2 Government Liaison 


Westcoast indicated that, as in the past, it will 
cooperate with the Provincial Ministries of 
Environment, Forests, Crown Lands and Culture 
in complying with government requirements. In 
particular, Westcoast will have further correspon- 
dence with those ministries to discuss the 
construction of the proposed pipelines, condensate 
loops and compressor stations. 


Westcoast also indicated that it had agreed to 
comply with all of the requirements of EMPR in 
respect of air and liquid effluent emissions as well 
as provincial permits. 


Views of the Board 


The Board encourages Westcoast to continue its 
policy of liaison with provincial ministries and to 
implement similar communications with other 
affected parties. The Board also _ accepts 
Westcoast’s undertaking that it would obtain all 
the required provincial permits and approvals 
related to the proposed application. 


Accordingly, the section 58 order requires 
Westcoast to submit evidence, that it has complied 
with all appropriate provincial requirements and 
that it has received the required permits and 
approvals prior to commencement of any construc- 
tion, other than the preliminary civil or structural 
work in the case of the McMahon Plant Expansion 
facilities. 


5.3 Exemptions from Paragraph 30(1)(a) 
and Section 31 of the Act 


In its application, Westcoast requested, inter alia, 
that the applied-for additional compressor facili- 
ties, pipelines and related facilities be exempted, 
pursuant to section 58 of the Act, from the provi- 
sions of paragraph 30(1)(a) and section 31. 
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Such exemptions would relieve Westcoast from the 
necessity of having a certificate and of filing plans, 
profiles, and books of reference (““PPBRs”) and, as a 
consequence from the procedures involved in 
obtaining Board approval thereof. 


Views of the Board 


In deciding whether or not to exempt facilities 
from the provisions of paragraph 30(1)(a) and 
section 31 of the Act, the Board has been mindful 
of the rights of the adjacent landowners. The 
Board is of the opinion that due to the nature of 
the facilities locations i.e. within property owned 
by Westcoast or on existing rights-of-way thereto, 
those landowners would not be adversely affected 
by the proposed construction. 


In order to protect the interests of the province of 
British Columbia, the owner of the crown lands 
proposed to be acquired by Westcoast, the Board is 
prepared to exempt the facilities from the provi- 
sions of paragraph 30(1)(a), subsection 30(2) and 
section 31 of the Act and has included in the 
section 58 order a condition requiring that all 
necessary permits, options or easement agree- 
ments be executed by the relevant provincial 
agency prior to the commencement of construction. 


5.4 Environmental Matters 


5.4.1 Environmental Assessments 


Westcoast submitted environmental assessments 
for the McMahon Plant Facilities and for the 
Compressor Stations, Pipelines and _ Related 
Facilities, and adopted procedures and measures 
to prevent or mitigate adverse environmental 
impacts resulting from the projects. Westcoast also 
undertook to follow the guidelines for environ- 
mental protection during right-of-way clearing, 
construction and reclamation as described in its 
Procedures Manual for Environmental 
Engineering, March 1987. 


The environmental descriptions, assessments and 
recommendations contained in  Westcoast’s 
Environmental and Socio-Economic Assessments 
provided information regarding climate, air 
quality, noise, terrain, groundwater, vegetation, 
wildlife, soils, aquatic resources, watercrossings, 
environmental sensitive areas and _ heritage 
resources where applicable. A wide range of 
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environmental concerns were identified in respect 
of the proposed construction. 


Procedures for the mitigation of the environmental 
concerns identified with respect to the various 
projects were provided by Westcoast. 


The consideration of the environmental effects of 
this application comprised an _ environmental 
screening pursuant to the Environmental 
Assessment and Review Process Guidelines Order 
(“EARP Order”). That screening was done in 
conjunction with the Board’s consideration of the 
environmental effects pursuant to its mandate 
under Part III of the Act as it was thought that the 
Board’s public hearing process provided a good 
opportunity to examine all concerns that may be 
raised by interested parties or by the Board. 
During the hearing, no opposition or public 
concern was advanced. 


Views of the Board 


After considering the evidence and argument, the 
Board has determined with respect to Westcoast’s 
application to expand the McMahon Plant that the 
potentially adverse environmental effects and the 
social effects directly related thereto are insignifi- 
cant or mitigable with known technology and 
therefore, pursuant to paragraph 12(c) of the 
EARP Order the proposal may proceed provided 
the proposed mitigative measures are imple- 
mented. Accordingly, the Board has made its 
approval of this application subject to certain 
conditions, discussed elsewhere in Chapter 5, to 
ensure that those measures are implemented. 


The Board reminds Westcoast of its requirements 
pursuant to section 58 of the Onshore Pipeline 
Regulations that it must file with the Board post- 
construction environmental reports indicating the 
environmental issues resolved and those unre- 
solved and the measures Westcoast proposes to 
take in respect of the unresolved issues. 


5.4.2 Air Emissions 


In its evidence, Westcoast submitted that esti- 
mates of air emissions had been made for the 
proposed expanded facility. Westcoast stated that 
with the modernization of the gas treatment plant, 
the proposed sulphur recovery facilities were 
expected to operate with an efficiency of 
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98.7 percent with an allowance of 0.3 percent for 
start-ups, shutdowns and process upsets. As a 
result of the increased sulphur recovery, emissions 
from the sulphur plant were expected to decrease 
51 percent compared to 1989 in spite of increases in 
the gas processed and the raw gas H9S amount. 
Emissions from the acid gas flare, gas plant flare, 
and flare pit as well as from the compressor engines 
at Station 1 would increase because of the increase 
in raw gas throughput. As a result, Westcoast has 
determined that the overall decrease in emissions 
from the gas plant, sulphur plant and Compressor 
Station 1 would be 44 percent. 


Westcoast submitted that the sulphur recovery 
guidelines for sour gas plants in Alberta (Energy 
Resources Conservation Board, 1988) had been 
used as a guide to establish the sulphur plant 
recovery efficiency for the expanded McMahon 
Plant. Westcoast stated that it had discussions 
with EMPR regarding the possibility of the 
province adopting the Alberta guidelines for sour- 
gas processing plants within British Columbia. 
Based on the results of those discussions, 
Westcoast was of the opinion that the province was 
prepared to adopt those guidelines. 


. Views of the Board 


The Board has studied Westcoast’s evidence 
regarding air emissions from the McMahon 
Processing Plant, and is of the view that the stated 
objective reduction in air emissions from the plant 
is a positive benefit of this expansion project. 


The Board has included in the section 58 order a 
condition requiring Wetscoast to file, prior to 
commencement of any construction for the sulphur 
recovery facilities, other than the preliminary civil 
and structural work, evidence that these facilities 
have been designed to meet the level of sulphur 
recovery required by provincial guidelines. 


5.4.3 Waste Water Treatment 


In its McMahon Plant environmental assessment, 
Westcoast stated that at the present time, all 
process waste waters from the Westcoast gas 
processing and Petro-Canada petroleum refining 
complexes are treated together in a biological 
treatment system. Westcoast reported that for 
various technical reasons, difficulties have been 
experienced since 1988 with the performance of 
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that biological treatment system. As a result, the 
plant effluent has for various parameters, 
exceeded the Level B permitted quality levels. 
Westcoast and Petro-Canada have therefore taken 
steps to improve the operation of the existing 
biological treatment system. Two of the modifica- 
tions presently underway are: 


(i) the installation of filters on the incoming gas 
streams to eliminate suspended solids that 
have created foaming problems in the past; 
and 


Gi) the adjustment of the in-plant corrosion 
control program to reduce the frequency of 
vessel cleanings, thereby minimizing waste 
water volumes. 


With the proposed expansion of the McMahon 
Plant, waste water to the biological treatment 
system was anticipated to increase by 16.7 percent. 
That increase in effluent would place a far greater 
load on that water treatment plant. In order to 
define the present problems, and determine future 
waste water treatment requirements, Westcoast 
reported that it had undertaken two studies. The 
studies are: 


G) to identify effluent flow sources and analyze 
the composition of the various effluents 
within the existing gas plant’s refinery 
complex; and 


(ii) to conduct performance tests on the existing 
plant to determine the water effluent treat- 
ment capacity. 


Based on those studies, Westcoast will determine 
what additional modifications must be made to 
ensure that effluent permit requirements are met. 


Westcoast has stated that the company was 
committed to complying with the environmental 
regulations of the province of British Columbia as 
well as those regulations of other jurisdictions. 
Westcoast, at the present time, did not know 
whether the province would require it to achieve 
Level A with the effluent treatment plant or 
whether the province would ask it to continue to 
achieve Level B. That decision by the province 
would, according to Westcoast, govern any design 
changes Westcoast would make to the present 
plant. It might, Westcoast submitted, cause the 
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company to want to build a new waste treatment 
plant for the gas processing facility and leave the 
refinery to operate the existing plant. 


Views of the Board 


The Board accepts Westcoast’s undertakings to treat 
and dispose of all waste water according to provin- 
cial requirements. As mentioned in section 4.3 of 
these Reasons, the Board requires that, prior to 
commencement of any types of construction other 
than the preliminary phases of the civil or struc- 
tural work, Westcoast file for Board approval, the 
final design of any new/modified waste water treat- 
ment plant. 


In addition, the section 58 order contains a condi- 
tion requiring Wetscoast to file with the Board 
copies of the studies that Westcoast has imple- 
mented regarding the waste water treatment 
plant, prior to the commencement of any types of 
construction other than the preliminary phases of 
the civil or structural work. 
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5.4.4 Heritage Resources 


Information provided indicated that there are no 
known archaeological/heritage sites on the ease- 
ments required for the Beg-Jedney Booster 
Station, West Stoddart pipeline, and the Umbach 
Extension pipeline. Because of the lack of evidence 
on the existence of archaeological/heritage sites, 
Westcoast submitted that for the aforementioned 
projects, it would undertake archaeological heri- 
tage surveys prior to construction. 


Views of the Board 


The Board accepts Westcoast’s undertaking to 
undertake archaeological heritage surveys for 
those projects. Accordingly, the section 58 order 
requires Westcoast to file, for Board approval, 
copies of those archaeological heritage surveys 
prior to commencement of construction of the 
Beg-Jedney Booster Station, the West Stoddart 
pipeline and the Umbach Extension pipeline. 
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Chapter 6 


In support of its argument that the proposed 
facility expansion would be economically feasible, 
Westcoast submitted an assessment of the 
following: 


° the impact of the proposed expansion on tolls 
without any cost overruns; 


e the impact of the proposed expansion on tolls 
with cost increases of 20 percent for 
Compressor Stations, Pipelines and Related 
Facilities (Zone 1) and 30 percent for the 
McMahon Plant facilities (Zone 2); 


e _ the long-term markets; 
e the adequacy of gas supplies; 


° the incremental revenues versus the incre- 
mental costs; and 


° the environmental benefits. 


Westcoast’s projection of the estimated toll impact 
that would result from the proposed expansion 
shows that, over the 10-year contract period, Zone 1 
tolls would decrease by an average of 2.7 percent 
in each year while Zone 2 tolls would increase by 
an average 2.7 percent relative to the tolls asso- 
ciated with the existing facilities. 


A similar projection was provided with capital cost 
increases of 20 percent in Zone 1 and 30 percent in 
Zone 2. Under this scenario, the Zone 1 tolls would 
decrease by an average of 2.1 percent in each year 
while the Zone 2 tolls would increase by an 
average of 5.1 percent relative to the existing 
facilities. 


With regard to long-term markets, Westcoast 
maintained that there are sufficient markets for 
gas to be produced and delivered through its 
system to justify its expansion. As discussed in 
Chapter 3 of these Reasons, Westcoast argued that 
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Economic Feasibility 
of Expansion 


an overall assessment of the markets available 
was appropriate given the uncertainty created by 
the short-term contracts behind the McMahon 
Plant. In addition, Westcoast submitted that it has 
signed contracts from shippers for a minimum 
term of 10 years which indicates their willingness 
and commitment to pay its tolls. The evidence indi- 
cated that the requests in the queue for contract 
service at the McMahon Plant exceeded the addi- 
tional capacity applied-for. However, Westcoast 
concluded that the size of the expansion should be 
limited by its analysis of the deliverability of the 
gas supplies available to the Plant. As summarized 
in Chapter 2 of these Reasons, Westcoast’s forecast 
of productive capacity from the area indicated 
sufficient supply to meet the applied-for plant 
capacity. 


Westcoast has estimated the average incremental 
raw gas transmission and processing costs for the 
first three full years of the proposed facilities. The 
average incremental raw gas transmission and 
processing costs would be $0.24/gigajoule (“GJ”) 
(1990$) at 100 percent load factor with no cost 
overruns and $0.29/GJ (1990$) with cost overruns. 
Westcoast concluded that under any reasonable 
assumption with respect to the selling price of gas, 
the incremental revenues would exceed the esti- 
mated incremental cost. Furthermore, as discussed 
in Chapter 5 of these Reasons, Westcoast further 
claimed that there would also be environmental 
benefits resulting from the improvement of the 
existing sulphur recovery facility. 


Westcoast argued that these factors, considered 
collectively, support the economic feasibility of the 
project. 


Views of Interested Parties 
The CPA argued that Westcoast had failed to 
provide an analysis of economic feasibility of the 


proposed facilities and that it is Westcoast’s 
responsibility to provide evidence to demonstrate 
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the economic feasibility of the project. The CPA 
stated that the information provided by Westcoast 
regarding the market did not demonstrate that the 
shippers underpinning this application have long- 
term and secure markets for the gas which they 
propose to flow through the expanded facilities. 
The CPA submitted that there is nothing which 
ensures that the gas going to the markets identi- 
fied in the application will in fact come from 
Westcoast’s facilities. 


Views of the Board 


In assessing the economic feasibility of the 
proposed facilities expansion, the Board considered 
the following: 


° the availability of long-term gas supplies; 
° the actual and potential gas markets; 


e the potential economic impacts caused by the 
expansion; and 


e the economic gains associated with the 
proposed expansion. 


With regard to the evidence of long-term supply 
and markets, as discussed previously in Chapters 
2 and 3 of these Reasons, the Board is satisfied 
that adequate supply exists and that the long-term 
demand in both domestic and export markets 
support Westcoast’s assessment that the proposed 
facilities will be required over the forecast period. 
Further, the Board notes that, based on 
Westcoast’s estimates of the toll impact of the 
project, with and without cost overruns, the 
proposed expansion would not result in an undue 
negative impact on the level of the toll. 


With respect to Westcoast’s suggestion to compare 
the selling prices of gas and average incremental 
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gathering and processing costs in order to assess 
economic feasibility, the Board notes that this 
approach was only raised during final argument 
and was not sufficiently’ discussed during the 
evidentiary phase of the hearing. Therefore, the 
Board is not prepared to determine the validity of 
this approach. 


In assessing the economic feasibility of a project 
that is tolled on a rolled-in basis, some argue that 
the full incremental cost of the expansion may not 
be reflected in the resulting tolls and, therefore 
private decisions based on these tolls may not be 
consistent with an economic use of resources. In 
the case of the McMahon Plant expansion, 
however, this is not a concern. After comparing the 
rolled-in and incremental tolls that would result 
from aggregating the gathering and processing 
cost of service associated with the expansion, the 
Board found that the levelized incremental toll! 
would be approximately equal to the levelized 
rolled-in toll. 


With regard to the evidence of environmental 
benefits associated with this project, as discussed 
in Chapter 5 of these Reasons, the Board notes 
that positive benefits will result from the 
expansion. 


Based on the above, the Board is of the view that 
in the circumstances of this case, the economic 
feasibility of the proposed facilities has been 
demonstrated. 


1 The levelized incremental toll is defined as the present 
value of the projected increase in cost of service for Zones 1 
and 2 divided by the present value of the projected incre- 
mental volumes on a residue gas basis. Both the rolled-in 
and incremental tolls are levelized over a period of 10 
years. 
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Chapter 7 


7.1 Toll Methodology for Proposed 
Facilities 


In its application, Westcoast requested the Board 
to confirm that the rolled-in toll methodology 
would continue to apply to the expanded McMahon 
Plant facilities in Zone 2, as well as to the asso- 
ciated field compression and raw gas transmission 
facilities it proposed in Zone 1. According to 
Westcoast, the tolls for raw gas transmission 
would decrease, while those for processing would 
increase if the costs of the new facilities were 
rolled into the cost of service of the existing facili- 
ties in each toll zone. (See Chapter 6 and 
Appendices III and IV) 


. Westcoast indicated that it was seeking confirma- 
tion of the tolling methodology at this time because 
the contracts with the shippers are conditional 
upon the new facilities being tolled on a rolled-in 
basis. Further, Westcoast indicated that construc- 
tion would not proceed without a decision on the 
toll methodology. 


Views of Interested Parties 


Before the commencement of the hearing, CPA 
requested that the Board add toll methodology as 
an issue, but was of the view that consideration of 
the issue be delayed until after the Board renders 
its decision in the GH-5-89 TransCanada hearing. 
While the Board was persuaded that the issue was 
of sufficient importance to be added to the hearing, 
it was not persuaded that consideration of the 
issue should be delayed pending the GH-5-89 deci- 
sion. The Board stated that while the GH-5-89 
decision may have persuasive value in a concep- 
tual sense, the GH-5-89 proceeding is concerned 
with TransCanada’s system not Westcoast’s. In 
final argument, CPA reiterated its position that 
the Board should defer issuing its decision on this 
issue until after the Board has provided some guid- 
ance as to the appropriate tolling policies in its 
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Part IV Matters 


GH-5-89 decision following which the matter could 
be dealt with in another venue. In further support 
of deferral, CPA also referred to the fact that 
generic expansion policy for processing plants had 
recently been added as an issue to be dealt with in 
the upcoming RH-1-90 Westcoast toll proceeding. 


Apart from CPA’s request to defer the toll metho- 
dology decision, no party opposed Westcoast’s 
proposed toll treatment. IPAC and Norcen filed 
written statements in support of the rolled-in toll 
treatment. 


Views of the Board 


The Board was not persuaded by the arguments of 
CPA that the Board should defer its decision on 
the appropriate tolling methodology for this expan- 
sion pending the GH-5-89 decision or until the 
facilities expansion policy for gas processing plants 
is examined in a future Westcoast toll hearing. The 
Board’s views on the merits of waiting for a 
GH-5-89 decision remain as stated in its 3 August 
1990 letter. Similarly, deferring the tolling of this 
particular expansion of the McMahon Plant until a 
generic policy is developed is not warranted. Even 
if interested parties and the Board were to agree 
that a generic policy is needed, it may take consid- 
erable time to develop an appropriate policy. The 
Board notes that at a recent toll and tariff task 
force meeting, the members decided to recommend 
to the Board that rather than consider the issue in 
the RH-1-90 proceeding that it be deferred to the 
task force for further study. 


Furthermore, given the Board’s mandate under 
Part III and Part IV of the Act, any general policy 
would be reviewed in the particular circumstances 
of an application. The Board is of the view, there- 
fore, that the best opportunity to consider and 
decide on the tolling of the McMahon Plant expan- 
sion is during this proceeding while all other rele- 
vant matters under Part III of the Act are also being 
considered and the full record is before the Board. 


25 


The Board notes that there was virtually no oppo- 
sition to the rolled-in toll treatment of the costs 
associated with the proposed expansion. 
Furthermore, the Board is satisfied that after this 
expansion under the rolled-in toll methodology, all 
shippers will pay a fair price for the services 
provided in Zones 1 and 2. The Board also notes 
that the impact on the existing tolls would be 
minimal. Therefore, in the circumstances of this 
case, the Board finds the proposed rolled-in toll 
treatment to be just and reasonable. 


Decision 


The Board directs that the capital and oper- 
ating costs of both the applied-for raw gas 
transmission facilities and the processing 
plant facilities be rolled-in to the costs asso- 
ciated with the existing facilities in deter- 
mining the tolls for Zones 1 and 2, 
respectively. 


7.2. Stabilization Toll 


In its application, Westcoast proposed to build an 
entirely new liquids stabilization unit that would 
completely replace the stabilization function that 
is currently performed at the Petro-Canada 
refinery. 


CanWest raised the question of an appropriate toll 
for the stabilization of liquids and the ability to 
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choose that service on the Westcoast system. 
Subsequently Westcoast and CanWest agreed that 
this issue should first be dealt with by the 
Westcoast Toll and Tariff Task Force before being 
ultimately considered in a_ subsequent toll 
proceeding. 


Views of the Board 


The Board concurs with Westcoast and CanWest 
that this issue should first be dealt with by the 
Westcoast Toll and Tariff Task Force. 


7.3. Westcoast’s Queuing Procedures 


CPA took the position that Westcoast’s current 
queuing procedures yield certain inequitable 
results. Under these procedures, Westcoast 
removed from the queue requests for service by 
those parties that did not commit to a 10-year term 
in support of this expansion. CPA believed that the 
procedure allowed shippers who had requested and 
signed contracts for 10 years of service to jump 
ahead of all other shippers in the queue. 


On 24 August 1990, CPA requested that the 
existing Queuing Procedures and Access Criteria 
be examined in the upcoming toll proceeding. On 
31 August 1990, the Board decided to include this 
issue in the Westcoast RH-1-90 toll hearing. 
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Chapter 8 


As is explained in detail in section 1.2 of these 
Reasons, Westcoast applied for a section 52 certifi- 
cate for part of the facilities in the application and 
a section 58 order for the balance. After having 
heard the evidence and argument on this applica- 
tion, the Board has decided that the proposed facil- 
ities are required by the present and future public 
convenience and necessity. However, rather than 
issuing the requested certificate and order, it will 
issue a section 58 order with respect to all of the 
facilities. 


There are a number of factors which led the Board 
to the conclusion that a section 58 order alone 
would be more appropriate in this instance. First, 
the application facilities fall within the criteria 
provided in section 58. Second, even though the 
‘procedure for considering a section 58 application 
can be less onerous than a section 52 application, 
that was not the case in this instance. The consider- 
ation of this application was by way of a full public 
hearing and in accordance with the section 52 
criteria as that was the way the application was 
framed. Third, using section 58 to exempt these 
facilities from certain of the other remaining 
Part III requirements does not diminish the regula- 
tory scrutiny to which the construction and the 
operation of the facilities are subject. Finally, 
issuing a section 58 order provides a more timely 
decision which is necessary for Westcoast to meet 
its construction schedule. 
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Disposition 


The foregoing chapters together with Board Order 
XG-11-90 constitute the Board’s reasons for 
decision on this application. 


—— 
aS 


ei ee, Seg 
Pia fh Z H 
Z Ofte Af“ 


R.B. Horner, Q.C. 
Presiding Member 


W.G. Stewart 
Member 


D.B. Smith 
Member 
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Appendix | 


PART OI MATTERS 


III-1 


III-2 


III-3 


IIl-4 
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The appropriateness of the level of the 
proposed expansion of the McMahon Plant, 
including the availability of gas to be 
processed at the McMahon Plant. 


The adequacy of Westcoast downstream 
facilities to accommodate the additional gas 
throughput. 


The reasonableness of the forecast of 
requirements for domestic and export sales 
and transportation service. 


The reasonableness of construction and 
material cost estimates having regard to 
the level of accuracy of the cost estimates 
and the expected level of construction 
activity in the pipeline sector in North 
America in 1990/91. 


AMENDED LIST OF ISSUES 
(Exhibit A-5 to the GH-5-90 Proceeding) 


IlI-5 The potential environmental _ effects, 
including any _ directly-related social 
concerns, of the proposed facilities during 
and after construction. 

III-6 The appropriate terms and conditions to be 
included in any certificate or order which 
may be issued. 

PART IV MATTERS 

IV-1 The appropriate toll methodology to be 


applied to the capital and operating cost of 
the proposed facilities. 
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Appendix II Order XG-11-90 


IN THE MATTER OF the National Energy Board Act (“the Act”) and the regulations made there- 
under; and 


IN THE MATTER OF an application, pursuant to Part III of the Act, by Westcoast Energy Inc. 
(“Westcoast”) dated 6 June 1990; filed with the Board under File No. 3200-W5-2. 
: 


BEFORE the Board on 13 September 1990. 


WHEREAS the Board has received an application by Westcoast dated 6 June 1990, respecting 
certain facilities to be added to its pipeline system; 


AND WHEREAS a public hearing was held pursuant to Hearing Order GH-5-90, in the City of 
Fort St. John, in the province of British Columbia, at which the Board heard Westcoast and all 
interested parties; 


AND WHEREAS pursuant to the Environmental Assessment and Review Process Guidelines Order 
(“EARP Order”), the Board has performed an environmental screening of the application by consid- 
ering the evidence and argument presented during the GH-5-90 proceeding; 


AND WHEREAS the Board has determined pursuant to paragraph 12(c) of the EARP Order that 
the potentially adverse environmental effects, including the social effects directly related to those 
environmental effects which may be caused by the proposal, are insignificant or mitigable with 
known technology; 


AND WHEREAS the Board found that the facilities are required by present and future public 
convenience and necessity and, therefore, considers it to be in the public interest to grant the relief 
provided in this order; 


IT IS ORDERED THAT the proposed facilities of Westcoast, described in the application as the 
McMahon Plant Expansion Project and summarized in Schedule A attached to and forming part of 
this Order are exempt from the provisions of paragraph 30(1)(a), subsection 30(2) and section 31 of 
the Act with the exception of those facilities where the maximum operating pressure is less than 
700 kPa, in which case such facilities are exempt from the provisions of sections 30, 31, and 47 of 
the Act, upon the following conditions: 


1. Westcoast may proceed with the preliminary civil and structural work on the facilities listed in 
the following table, but Westcoast must file for Board approval the item or items described 
before proceeding with any further construction of the facilities to which the item relates. 


GH-5-90-Facilities 
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Facilities Item to be Filed for Board Approval 


a) ill facilities identified in Schedule A as evidence that Westcoast has complied with all 


the McMahon Plant Expansion Facilities appropriate province of British Columbia 
requirements; and 


b) hydrocarbon and water dew point control a detailed description of the final design 


unit 

c) liquids fractionation unit a detailed description of the final design 

d) liquids fractionation storage facilities a detailed description of the final design 

e) waste water treatment facilities i) copies of the final reports on the studies 
undertaken by Westcoast to determine future 
waste water treatment requirements; and 

ii) a detailed description of the final design 
f) sulphur recovery facilities a detailed description of the final design, 


including evidence that the design will meet the 
level of sulphur recovery required by the 
province of British Columbia 


2. For the following facilities: 
(a) Beg-Jedney Booster Station and Beg-Jedney Condensate Loop; 
(b) Meter Station 43 (Taylor) Expansion; 
(c) Booster Station 7 (Bubbles) inlet piping modification; 
(d) Bubble Condensate Loop; 
(e) Inlet separation facilities at Booster Station 10 (Stoddart); and 
(f) Booster Station 1 (Taylor) inlet piping. 


Westcoast shall file, for Board approval, detailed design drawings of the above facilities before 
construction of the facilities to which the drawing relates. 


3. For the Beg-Jedney Booster Station and the Umbach Extension Pipeline, Westcoast shall file, 
for Board approval, evidence that Westcoast has complied with all appropriate province of 
British Columbia requirements and that all necessary permits, options or easement agree- 
ments have been executed by the relevant provincial agency before construction of the facili- 
ties to which these items relate. 


4, For the Beg-Jedney Booster-Station, the West Stoddart pipeline and the Umbach Extension 


Pipeline, Westcoast shall file, for Board approval, copies of the relevant archaeological heri- 
tage surveys, before construction of the facilities to which the survey relates. 
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5. (a) At least 10 days prior to the commencement of any construction, other than preliminary 
civil and structural work in the case of the facilities identified in Schedule A as the 
McMahon Plant Expansion Facilities, Westcoast shall file with the Board a detailed 
construction schedule or schedules identifying major construction activities. 


(b) During construction, Westcoast shall file: 


i) monthly construction cost reports providing a breakdown, by location and facility, of 
cost incurred during that month, the percentage completion of each activity and an 
update of projected costs to complete the project; 


ii) monthly construction progress reports; and 


iii) updated construction schedules, if any significant changes to the schedules provided 
pursuant to subsection (a) occur. 


f 
(c) Westcoast shall, within six months of putting any of the facilities into service, file with the 
Board a report providing a breakdown of the costs incurred in the construction of the facili- 
ties including reasons for significant differences from the pre-construction estimates. 


6. Westcoast shall cause the construction and installation of the project described in this Order to 
be commenced on or before 31 December 1991. 


NATIONAL ENERGY BOARD 


Marie Tobin 
Secretary 
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Schedule A 


Description and Cost of Applied-For Facilities 


Project Summary Westcoast’s Estimated 
pemeins Capital Cost 
(1990 base) 
($000) 
McMahon Plant Expansion Facilities: 85,900 
Modification to operating configuration of existing inlet separators; N/A! 
New amine train including a new amine contactor and amine still 
with associated heat exchangers, piping and controls; N/A 
New hydrocarbon and water dew point control unit; N/A 
New condensate stabilizer; N/A 
New hydrocarbon liquids fractionation unit and associated storage 
and loading facilities; N/A 
Modification of the existing sulphur recovery trains; N/A 
New sulphur recovery unit; N/A 
New tail gas clean-up unit; and N/A 
New or modifications to the waste water treatment facilities N/A 
Modifications and additions to the existing steam, water, air, 
electrical and fuel gas utility system. N/A 
Compressor Stations, Pipelines and Related Facilities: 21,970 
Beg-Jedney Booster Station 9,300 
West Stoddart Pipeline 1,900 
Umbach Extension 7,100 
Meter Station no. 43 (Taylor) Expansion 350 
Condensate Loops and Booster Stations Modifications 3,320 
Total Estimated Project Cost 107,870 


1 Individual estimated costs were not available at the time the hearing took place. 
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